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REPORT 


To  the  Chamber  of  Commerce : 

The  debt  of  the  State  of  New- York  on  the  31st  day  of  De- 
cember last  was  about  ten  millions.  This  must  be  considered 
small. 

It  is  likely  that  the  debt  will  be  increased  soon  to  $160,000,000 
or  possibly  $200,000,000.  That  so  large  a  debt  is  likely  to  be  bur- 
densome goes  without  saying. 

The  increased  debt,  if  incurred,  will  be  due  in  very  large  part 
to  expenditures  for  the  Erie  Canal  and  for  highways.  It  is  not 
the  duty  of  your  committee  to  question  the  wisdom  of  the  expen- 
ditures. It  is  its  duty  to  study  any  measures  of  taxation  proposed 
to  supply  any  moneys  needed  in  order  to  determine  how  far  they 
are  well  devised,  how  far  they  may  impose  unnecessary  or  unequal 
burdens,  and  how  far  they  accord  with  the  traditional  policy  of  the 
State  in  regard  to  the  creation  and  discharge  of  public  debts. 

The  State  of  New- York  enjoys  to-day  practical  immunity  from 
debt  not  as  the  result  of  accident,  and  not  by  reason  of  the  pru- 
dence of  its  legislatures  and  executives.  The  condition  is  straight- 
away and  absolutely  due  to  the  wisdom  of  the  selected  men 
assembled  in  successive  constitutional  conventions  and  of  the 
people  of  the  State  who  ratified  the  forms  of  constitutions  pro- 
posed by  them.  . 

The  constitutional  convention  held  in  1846  was  confronted  by 
grave  financial  problems.  The  public  credit  of  our  own  and  other 
States  had  been  impaired.  The  burdens  of  taxation  were  op- 
pressive. Grave  anxieties  prevailed.  The  finance  committee  of 
the  convention  met  the  situation  with  intelligence  and  courage. 
It  proposed,  and  the  convention  approved,  that  the  State  should 
not  thereafter  create  any  debt  of  more  than  $1,000,000  for  any 
purpose  of  current  administration.  It  wisely  placed  no  limitation 
upon  debts  contracted  to  repel  invasion,  suppress  insurrection,  or 
to  defend  the  State  in  war.     It  provided  as  respects  all  other  debts 


that  they  could  be  made  only  for  a  single  work  or  object,  that  the 
legislative  act  authorizing  the  debt  should  impose  and  provide  for 
the  collection  of  a  direct  annual  tax  sufficient  to  pay  the  interest 
on  the  debt  as  it  should  fall  due,  and  to  discharge  the  principal 
within  eighteen  years.  It  provided  further  that  no  proposal  of  the 
legislature  to  create  debt  should  become  operative  until  approved 
by  the  people  at  a  general  election. 

The  members  of  the  convention  of  1846  were  not  content  with 
this.  They  had  the  courage  to  grapple  with  the  existing  debt. 
The  convention  proposed,  and  the  constitution  was  so  adopted,  that 
certain  funds  designated  should  be  set  aside  each  year  to  the  end 
that  the  then  existing  debt  of  127,000,000  should  be  extinguished. 
It  proposed  also,  and  the  people  approved,  that  if  funds  designated 
should  not  be  enough  in  each  year  for  the  purpose,  equitable  taxes 
should  be  levied  sufficient  to  preserve  the  public  faith. 

Under  the  operation  of  these  provisions  the  debt  of  the  State 
was  so  reduced  that  in  1893  it  amounted  to  $660. 

This  recital  is  sufficient  to  indicate  that  our  State  has  adhered 
for  a  long  time  to  the  homely  wisdom  involved  in  the  proposition 
that  it  is  well  to  pay  in  the  present  and  not  to  mortgage  the  future, 
but  it  should  be  said  that  the  wisdom  and  courage  involved  were 
not  exhibited  and  made  effective  without  grave  opposition.  The 
proposals  of  the  finance  committee  of  the  convention  of  1846  were 
challenged  on  the  floor  of  the  convention.  They  were  challenged 
in  the  convention  of  1867,  and  they  were  challenged  in  the  conven- 
tion of  1894.  The  views  of  the  original  committee  prevailed  on 
each  occasion.  And  so  it  has  happened  that  the  present  constitu- 
tion conforms  to  that  of  1846  with  no  substantial  change  in  the 
article  regarding  debt  limitation. 

There  are  people  who  believe  it  unwise  to  allow  the  expenditures 
of  the  State  to  outrun  its  income.  There  are  others  who  believe 
that  it  is  right  for  the  State  to  make  expenditures  in  excess  of 
current  income  for  public  improvements.  There  are  still  others  who 
oppose  expenditures  for  public  improvements  on  any  basis  other  than 
a  gradual  retirement  of  the  debts  incurred  from  income  derived 
from  the  given  improvements.  Whichever  of  these  views  is  held 
those  so  holding  may  find  occasion  for  pride  in  the  work  of  the 
convention  of  1846  and  of  the  succeeding  conventions.  For  it  is 
true  absolutely  in  our  country  that  public  debt  is  regarded  as  an 
evil  to  be  avoided  when  possible. 

Political  parties  come  and  go  in  republics.  Influences  that  are 
conservative  and  those  less  so  struggle  for  supremacy.     Interests 


that  are  selfish  are  constant  to  their  purposes.  They  become  suc- 
cessful and  intrenched  in  power  often.  So  let  us,  who  are  passion- 
ately devoted  to  republican  forms  of  government,  rejoice  that  in 
our  State  for  sixty  years  wise  coungels  have  prevailed,  and  an  ex- 
ample given  to  the  world  of  a  commonwealth  resolute  in  its 
purpose  to  stand  unshackled  by  pecuniary  obligations. 

It  cannot  be  said  that  in  all  these  sixty  years  any  real  interest 
of  the  State  has  been  neglected.  It  would  be  easy  to  challenge 
the  advocates  of  large  expenditures  on  this  point.  Your  committee 
does  so  challenge.  What  interest  has  been  neglected?  If  none, 
then  the  policy  of  the  State  stands  unimpeached  and  unimpeach- 
able. A  great  thing  has  been  accomplished  and  no  evil  has  at- 
tended the  process. 

At  this  moment  those  who  regard  the  history  of  public  indebted- 
ness in  our  State  with  satisfaction  have  reason  to  turn  to  the 
future  with  anxiety.  An  entering  wedge  that  was  calculated  to 
rift  the  old  policy  was  provided  by  the  constitution  of  1894  as 
follows:  (Art.  VII.,  Sec.  10.) 

"  The  canals  may  be  improved  in  such  manner  as  the  legislature  may 
provide  by  law.  A  debt  may  be  authorized  in  the  mode  prescribed 
by  Section  4  of  Article  VII,  or  the  cost  of  such  improvement  may 
be  defrayed  by  the  appropriation  of  funds  from  the  state  treasury 
or  by  equitable  annual  tax." 

The  notable  thing  about  this  is  that  while  the  old  rule  of  the 
constitution  provided  that  no  debts  should  be  created  excepting  by 
consent  of  the  people,  and  on  condition  that  the  act  creating  the 
debt  should  impose  the  tax  needed  to  pay  the  interest  and  return 
the  principal,  the  present  provision  throws  the  matter,  so  far  as 
the  canal  is  concerned,  open  to  any  action  that  the  legislature  and 
the  executive  may  decide  upon. 

The  constitutional  provision  just  quoted  refers  to  expenses  for 
canal  improvements  only.  Another  amendment  to  the  constitution 
is  now  proposed.  It  has  passed  the  legislature  twice  and  is  await- 
ing the  action  of  the  people.  It  provides  broadly  that  the  legis- 
lature may  appropriate  money  out  of  any  funds  in  the  treasury 
to  pay  the  accruing  interest  and  principal  of  any  debt  hereto- 
fore or  hereafter  created,  and  that  the  direct  tax  required  by 
Section  4  shall  not  be  imposed,  excepting  to  make  good  deficiencies. 
(Sec.  11.) 

A  further  constitutional  amendment  has  also  passed  the  legis- 
lature and  is  awaiting  submission  to  the  people.  It  sweeps  away 
completely   the   provisions    of    Section  4   and  provides   that    the 


legislature,  acting  without  submission  of  the  matter  to  the  people, 
may  create  a  debt  of  fifty  millions,  which  fifty  millions  may  be 
appropriated  for  the  improvements  of  roads  with  or  without  any 
contribution  by  the  localities  benefited,  the  interest  and  sinking 
fund  to  be  provided  for  by  the  legislature,  not  necessarily  by  di- 
rect taxation  but  at  its  own  will.     (Sec.  12.) 

Still  another  amendment  is  proposed  that  will  admit  of  the  re- 
funding of  any  outstanding  bonds  heretofore  issued  for  a  further 
period  of  fifty  years.     (Amendment  to  Section  4.) 

Without  further  comment  upon  the  amendment  already  fastened, 
and  those  sought  to  be  fastened  upon  the  constitution,  and  without 
indicating  that  standing  by  themselves  these  amendments  are  not 
to  some  extent  justified  by  circumstances,  your  committee  rests 
upon  the  conclusion  that  constitutional  safeguards  against  the 
creation  of  debts  are  likely  to  be  so  changed  that  we  will  soon  find 
the  commonwealth  drifting  away  from  the  old  faith  that  public 
debt  is  a  public  evil.  For  the  provisions  of  rare  wisdom  and  cour- 
age made  in  1846  and  1894  we  will  have  substituted  others  that 
will  give  free  play  to  measures  aptly  styled  in  our  country  "log 
rolling."  For  the  discipline  of  self-restraint  we  will  have  substi- 
tuted the  license  that  goes  with  the  habit  of  borrowing,  particularly 
when  the  bond  is  to  fall  upon  future  generations. 

We  come  now  to  a  part  of  the  subject  that  cannot  be  overlooked 
in  a  right  review  of  the  situation. 

It  may  be  said  with  absolute  truth,  as  your  committee  believes, 
that  the  situation  is  made  far  more  serious  by  the  policy  recently 
adopted  of  separating  the  subjects  of  taxation  so  that  some  of  them 
are  taken  by  the  State  for  its  own  purposes  to  the  more  or  less  per- 
fect exclusion  of  the  localities. 

If  the  State's  expenditures  were  confined  within  strict  limits  this 
system  might  be  convenient  in  practice  although  objectionable  in 
principle.  But  the  Slate's  expenditures  are  not  so  confined.  The 
State  has  of  late,  in  a  variety  of  directions,  assumed  the  charge  and 
the  financial  burden  of  matters  heretofore  considered  local.  It 
draws  money  from  taxation  and  pays  it  out  in  ways  that  are  not 
even  equitable  between  sections.  An  instance  in  point  is  the  high- 
way proposal.  Fifty  millions  may  be  expended  for  the  improve- 
ment of  roads.  Our  city,  which  is  now  paying  eighty-four  per 
cent,  of  the  money  necessary  to  support  the  State  government  will 
be  taxed  still  further  on  account  of  roads  in  rural  districts  receiving 
no  part  of  the  money. 

It  is  true  also  that  interests  have  arisen  in  the  State  that  proclaim 


boldly  that  from  this  time  forth  no  direct  taxes  shall  be  levied  for 
State  purposes,  that  all  revenue  needed  by  the  State  must  be  raised 
by  so-called  indirect  taxation.  The  so-called  direct  taxes  are  levied 
at  a  uniform  rate  on  all  property,  real  and  personal,  assessable  by 
law,  wherever  located  in  the  State.  They  are  collected  locally  and 
now  serve  local  needs  and  ratably  State  needs.  The  indirect  taxes 
are  levied  by  the  State  on  selected  special  interests,  at  rates  differ- 
ing widely,  at  the  will  of  the  Legislature,  and  not  conformable  to 
any  consistent  theory.  The  revenue  goes  to  the  State.  These  special 
interests  exist  principally  in  our  city.  When  special  interests  are 
taxed  they  are  in  some  cases  relieved  from  local  taxation.  Their 
acquiescence  is  purchased,  so  to  speak,  by  such  local  exemptions,  to 
the  considerable  injury  of  the  local  treasuries. 

The  result  of  a  policy  under  which  the  State's  revenues  are 
largely  collected  from  the  cities  and  its  funds  are  more  or  less 
diverted  to  local  expenditures  not  belonging  to  the  cities  must  in- 
evitably be  a  sense  of  irresponsibility  and  extravagance.  This  result 
indeed  is  already  apparent.  The  expenditures  of  the  State  in  1884 
were  $10,479,000;  in  1894,  $15,713,000;  in  1904,  $26,467,000. 
This  year  several  millions  more  are  said  to  be  needed,  and  an  effort 
is  being  made  to  raise  a  large  part  of  the  sum  by  taxing  an  interest 
that  happens  to  be  confined  to  our  city. 

Returning  now  to  the  case  of  the  $100,000,000  required  for  the 
canals  and  the  $50,000,000  for  highways  it  seems  fair  to  say  that 
New-York  and  the  other  cities  of  the  State  are  likely  to  pay  nearly 
all  of  these  great  sums.  And  it  seems  fair  to  say  that  the  consti- 
tutional amendments  proposed  are  means  that  may  be  used  to  this 
end. 

Your  committee  has  no  intention  to  raise  any  question  about  the 
wisdom  of  improving  the  canals.  It  has  no  mission  to  say  whether 
canal  transportation  is  or  is  not  a  thing  of  the  past.  It  has  no 
mission  to  inquire  whether  the  existing  canals  can  be  equipped  at 
small  expense  with  electricity  and  so  made  able  to  do  all  the  business 
that  will  come  to  them.  It  has  no  mission  to  inquire  whether  the 
improvement  of  highways  will  not  enhance  the  values  of  country 
property  and  so  add  to  the  revenues  derived  from  taxation.  It 
may  remind  the  Chamber,  however,  that  the  original  cost  of  the 
Erie  and  other  canals  was  paid  back  to  the  State  in  large  part  out  of 
the  revenues  derived  from  them.  And  it  may  suggest  that  if 
the  people  of  given  localities  are  to  be  benefited  by  the  making  of 
roads  and  the  local  tax  districts  benefited  by  the  increased  values 
of  real  estate,  the  extreme  function  that  the  State  should  undertake 
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would  be  to  lend  money  or  credit  to  the  localities  so  that  the  work 
may  go  on  under  conditions  that  will  make  the  State  treasury  good 
not  only  for  current  interest  charges  but  for  sinking  fund  require- 
ments needed  to  retire  the  debt. 

Your  committee  is  not  to  be  understood  by  anything  said  in  this 
report  to  imply  that  the  indirect  taxes  now  levied  by  the  State 
are  in  all  cases  unjustifiable  and  should  be  abolished  accord- 
ingly. It  adheres  to  the  doctrine  that  no  taxes  should  be  levied  by 
the  State  that  can  be  allocated  properly  to  the  local  taxing  districts, 
and  that  the  State  should  receive  its  revenues  through  the  tax  dis- 
tricts in  an  equitable  proportion.  This  doctrine  has  heretofore 
received  the  approval  of  this  Chamber  not  only  in  general  terms 
but  upon  a  specific  statement  of  the  legislation  needed  to  give 
effect  to  the  doctrine. 

Your  committee  appends  hereto  the  text  of  the  articles  of  the 
constitutions  of  1846  and  1894  referred  to  herein,  and  the  texts  of 
the  proposed  amendments  to  the  constitution.  Also  brief  abstracts 
of  remarks  made  in  the  conventions  of  1846,  1867  and  1894  on  the 
articles  in  question. 

Also  an  exhibit  of  the  indebtedness  of  the  State  during  the  years 
1819-1904,  inclusive. 

Also  an  exhibit  of  the  annual  appropriations  made  by  the  Legis- 
lature for  the  years  1881-1894,  inclusive. 

Your  Committee  submits  the  following  preamble  and  resolutions 
for  the  consideration  of  the  Chamber  : 

Whereas,  The  statements  of  fact  presented  in  the  foregoing  re- 
port and  the  conclusions  reached  by  the  committee  present  matters 
of  serious  concern  to  the  people  of  our  State,  worthy  of  general 
study  and  discussion  ;  and 

Whereas,  The  ground  covered  by  the  report  is  to  a  large  extent 
unfamiliar  to  members  of  the  Chamber,  and  should  not  be  passed 
upon  inconsiderately  by  the  Chamber  ;  be  it 

Resolved,  That  the  Committee  on  Taxation  is  authorized  to 
print  enough  copies  of  the  report  to  provide  each  member  with  a 
copy  and  send  a  copy  to  each  member  of  the  legislature.  Also  in 
addition  one  thousand  copies  to  be  distributed  by  the  committee  in 
such  way  as  may  be  likely  to  promote  public  discussion  of  the 
matters  involved  ;  and 


Resolved,  That  the  committee  shall  be  at  liberty  to 
action  by  the  Chamber  hereafter. 


ask  further 


All  of  which  is  respectfully  submitted. 

(Signed,)       George  F.  Seward, 
Frank  H.  Scott, 
Isaac  N.  Seligman, 
George  Foster  Peabody, 
George  Haven  Putnam, 
Edward  D.  Adams, 
Hermann  H.  Cammann. 


Committee 
>  on  State  and  Munic- 
ipal Taxation. 


New-York,  March  25th,  1905. 


EXHIBIT  ONE. 

PROVISIONS    OF   THE    CONSTITUTION    OF    1846. 

Art.  VII.,  Sec.  1.  After  paying  the  expenses  of  collection,  super- 
intendence and  ordinary  repairs,  there  shall  be  appropriated  and  set 
apart,  in  each  fiscal  year,  out  of  the  revenues  of  the  State  canals, 
in  each  year,  commencing  on  the  first  day  of  June,  one  thousand 
eight  hundred  and  forty-six,  the  sum  of  one  million  and  three 
hundred  thousand  dollars,  until  the  first  day  of  June,  one  thousand 
eight  hundred  and  forty-five,  and  from  that  time,  the  sum  of  one 
million  and  seven  hundred  thousand  dollars,  in  each  fiscal  year,  as  a 
sinking  fund,  to  pay  the  interest  and  redeem  the  principal  of  that 
part  of  the  State  debt  called  the  canal  debt,  as  it  existed  at  the 
time  first  aforesaid,  and  including  three  hundred  thousand  dollars, 
then  to  be  borrowed,  until  the  same  shall  be  wholly  paid  ;  and  the 
princpal  and  income  of  the  said  sinking  fund  shall  be  sacredly 
applied  to  that  purpose. 

Id.,  Sec.  2.  After  complying  with  the  provisions  of  the  first  sec- 
tion of  this  article  there  shall  be  appropriated  and  set  apart  out  of 
the  surplus  revenues  of  the  State  canals  in  each  fiscal  year,  com- 
mencing on  the  first  day  of  June,  one  thousand  eight  hundred  and 
forty-six,  the  sum  of  three  hundred  and  fifty  thousand  dollars, 
until  the  time  when  a  sufficient  sum  shall  have  been  appropriated 
and  set  apart,  under  the  said  first  section,  to  pay  the  interest  and 
extinguish  the  entire  principal  of  the  canal  debt  ;  and  after  that 
period,  then  the  sum  of  one  million  and  five  hundred  thousand 
dollars  in  each  fiscal  year,  as  a  sinking  fund,  to  pay  the  interest 
and  redeem  the  principal  of  that  part  of  the  State  debt  called  the 
general  fund  debt,  including  the  debt  for  loans  of  the  State  credit 
to  railroad  companies,  which  have  failed  to  pay  the  interest  thereon, 
and  also  the  contingent  debt  on  State  stocks  loaned  to  incorporated 
companies  which  have  hitherto  paid  the  interest  thereon,  whenever, 
and  as  far  as  any  part  thereof  may  become  a  charge  on  the  treasury 
or  general  fund  until  the  same  shall  be  wholly  paid  ;  and  the  prin- 
cipal and  income  of  the  said  last  mentioned  sinking  fund  shall  be 
sacredly  applied  to  the  purpose  aforesaid  ;  and  if  the  payment  of 
any  part  of  the  moneys  to  the  said  sinking  fund  shall  at  any  time 
be  deferred,  by  reason  of  the  priority  recognized  in  the  first  section 
of  this  article,  the  sum  so  deferred,  with  quarterly  interest  thereon 
at  the  then  current  rate,  shall  be  paid  to  the  last  mentioned  sinking 
fund,  as  soon  as  it  can  be  done  consistently,  with  the  just  rights  to 
the  creditors  holding  said  canal  debt. 

Id.,  Sec.  3.  After  paying  the  said  expenses  of  superintendence 
and  repairs  of  the  canals,  and  the  sums  appropriated  by  the  first  and 
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second  sections  of  this  article,  there  shall  be  paid  out  of  the  surplus 
revenues  of  the  canals  to  the  treasury  of  the  State,  on  or  before  the 
thirtieth  day  of  September  in  each  year,  for  the  use  and  benefit  of 
the  general  fund,  such  sum,  not  exceeding  two  hundred  thousand 
dollars,  as  may  be  required  to  defray  the  necessary  expenses  of  the 
State  ;  and  the  remainder  of  the  revenues  of  the  said  canals  shall 
in  each  fiscal  year  be  applied  in  such  manner  as  the  legislature  shall 
direct  to  the  completion  of  the  Erie  canal  enlargement  and  the 
Genesee  Valley  and  Black  River  canals,  until  the  said  canals  shall 
be  completed. 

If  at  any  time  after  the  period  of  eight  years  from  the  adoption 
of  this  constitution  the  revenues  of  the  State,  unappropriated  by 
this  article,  shall  not  be  sufficient  to  defray  the  necessary  expenses 
of  the  government,  without  continuing  or  laying  a  direct  tax,  the 
legislature  may,  at  its  discretion,  supply  the  deficiency  in  whole  or 
in  part  from  the  surplus  revenues  of  the  canals,  after  complying 
with  the  provisions  of  the  first  two  sections  of  this  article  for 
paying  the  interest  and  extinguishing  the  principal  of  the  canal  and 
general  fund  debt;  but  the  sum  thus  appropriated  from  the  surplus 
revenues  of  the  canals  shall  not  exceed  annually  three  hundred  and 
fifty  thousand  dollars,  including  the  sum  of  two  hundred  thousand 
dollars,  provided  for  by  this  section  for  the  expenses  of  the  govern- 
ment, until  the  general  fund  debt  shall  be  extinguished,  or  until 
the  Erie  canal  enlargement  and  Genesee  Valley  and  Black  River 
canals  shall  bo  completed,  and  after  that  debt  shall  be  paid,  or  the 
said  canals  shall  be  completed,  then  the  sum  of  six  hundred  and 
•seventy-two  thousand  five  hundred  dollars,  or  so  much  thereof,  as 
shall  be  necessary,  may  be  annually  appropriated  to  defray  the 
expenses  ot  the  government. 

Id.,  Sec.  5.  If  the  sinking  funds,  or  either  of  them,  provided  in 
this  article,  shall  prove  insufficient  to  enable  the  State,  on  the  credit 
of  such  fund  to  procure  the  means  to  satisfy  the  claims  of  the 
creditors  of  the  State,  as  they  become  payable,  the  legislature  shall, 
by  equitable  taxes,  so  increase  the  revenues  of  the  said  funds  as  to 
make  them,  respectively,  sufficient  perfectly  to  preserve  the  public 
faith.  Every  contribution  or  advance  to  the  canals  or  their  debt 
from  any  source  other  than  their  direct  revenues,  shall,  with 
quarterly  interest,  at  the  rates  then  current,  be  repaid  into  the 
treasury  for  the  use  of  the  State,  out  of  the  canal  revenues,  as  soon 
as  it  can  be  done  consistently  with  the  just  rights  of  the  creditors 
holding  the  said  canal  debt. 

Id.,  Sec,  10.  State  debts,  power  to  contract.  The  State  may,  to 
meet  casual  deficits  or  failures  in  revenues,  or  for  expenses  not  pro- 
vided for,  contract  debts  ;  but  such  debts,  direct  or  contingent, 
singly  or  in  the  aggregate,  shall  not  at  any  time  exceed  one  million 
of  dollars  ;  and  the  moneys  arising  from  the  loans  creating  such 
debts  shall  be  applied  to  the  purpose  for  which  they  were  obtained, 
or  to  repay  the  debt  so  contracted,  and  to  no  other  purpose  what- 
ever. 
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Id.,  Sec.  11.  State  debts  to  repel  invasions.  In  addition  to  the 
above  limited  power  to  contract  debts,  the  state  may  contract  debts 
to  repel  invasion,  suppress  insurrection,  or  defend  the  state  in  war  ; 
but  the  money  arising  from  the  contracting  of  such  debts  shall  be 
applied  to  the  purpose  for  which  it  was  raised,  or  to  repay  such 
debts,  and  to  no  other  purpose  whatever. 

Id.,  Sec.  12.  Limitation  of  legislative  power  to  create  debts.  Ex- 
cept the  debts  specified  in  sections  ten  and  eleven  of  this  article,  no 
debts  shall  be  hereafter  contracted  by  or  on  behalf  of  this  state; 
unless  such  debt  shall  be  authorized  by  law,  for  some  single  work 
or  object,  to  be  distinctly  specified  therein  ;  and  such  law  shall  im- 
pose and  provide  for  the  collection  of  a  direct  annual  tax  to  pay, 
and  sufficient  to  pay,  the  interest  on  such  debt  as  it  falls  due,  and 
also  to  pay  and  discharge  the  principal  of  such  debt  within  eigh- 
teen years  from  the  time  of  the  contracting  thereof.  No  such  law 
shall  take  effect  until  it  shall,  at  a  general  election,  have  been  sub- 
mitted to  the  people,  and  have  received  a  majority  of  all  the  votes 
cast  for  and  against  it  at  such  election.  On  the  final  passage  of 
such  bill  in  either  house  of  the  legislature,  the  question  shall  be 
taken  by  ayes  and  noes,  to  be  duly  entered  on  the  journals  thereof, 
and  shall  be  :  "  Shall  this  bill  pass,  and  ought  the  same  to  receive  the 
sanction  of  the  people  ?  " 

The  legislature  may  at  any  time,  after  the  approval  of  such  law 
by  the  people  if  no  debt  shall  have  been  contracted  in  pursuance 
thereof,  repeal  the  same,  and  may  at  any  time,  by  law,  forbid  the 
contracting  of  any  further  debt  or  liability  under  such  law  ;  but  the 
tax  imposed  by  such  act,  in  proportion  to  the  debt  and  liability 
which  may  have  been  contracted,  in  pursuance  of  such  law,  shall 
remain  in  force  and  be  irrepealable,  and  be  annually  collected,  un- 
til the  proceeds  thereof  shall  have  made  the  provision  hereinbefore 
specified  to  pay  and  discharge  the  interest  and  principal  of  such 
debt  and  liability.  The  money  arising  from  any  loan  or  stock 
creating  such  debt  or  liability  shall  be  applied  to  the  work  or  ob- 
ject specified  in  the  act  authorizing  such  debt  or  liability,  or  for  the 
repayment  of  such  debt  or  liability,  and  for  no  other  purpose  what- 
ever. '  No  such  law  shall  be  submitted  to  be  voted  on,  within  three 
months  after  its  passage,  or  at  any  general  election  when  any  other 
law,  or  any  bill,  or  any  amendment  to  the  constitution,  shall  be 
submitted  to  be  voted  for  or  against. 

EXHIBIT  TWO. 

Provisions  of  the  Proposed  Constitution  of  1867. 

Art.  VIIL,  Sec.  1.  The  canal  debt  of  1846,  amounting  on  the 
first  day  of  October,  1867,  to  $3,247,900.00,  the  general  fund 
debt  amounting  at  the  same  time  to  $5,642,622.22,  the  canal  en- 
largement debt  amounting  at  the  same  time  to  $10,785,000.00,  and 
the  floating  debt  loan  contracted  under  chapter  271  of  the  Laws  of 
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1859,  amounting  on  the  first  day  of  October,  1867,  to  $1, 700,000, 
shall  hereafter  be  known  as  the  "  Canal  Debt,"  for  the  payment  of 
which  the  canal  revenues  are  hereby  pledged  ;  and  the  several 
sinking  funds  applicable  to  the  payment  of  the  said  debts,  together 
with  the  contributions  to  be  made  thereto  and  the  income  thereof, 
shall  be  known  as  the  "  Canal  Debt  Sinking  Fund." 

Id.,  Sec.  2.  In  each  fiscal  year,  commencing  on  the  first  day  of 
October,  one  thousand  eight  hundred  and  sixty-nine,  after  paying 
the  expenses  of  collection,  superintendence  and  ordinary  repair, 
there  shall  be  set  apart  and  paid  into  the  Canal  Debt  Sinking 
Fund,  out  of  the  revenues  of  the  canals,  the  sum  of  $2,418,000  to 
pay  the  interest  as  it  shall  become  due  and  redeem  the  principal  of 
the  several  debts  specified  in  section  one  of  this  article,  until  the 
said  several  debts  shall  be  fully  paid  or  provided  for  ;  and  the  prin- 
cipal and  income  of  said  sinking  fund  shall  be  applied  to  no  other 
purpose.  If  in  any  fiscal  year  there  shall  not  be  contributed  from 
said  revenues  the  sum  of  $2,418,000,  the  deficiency  shall  be  supplied 
by  taxation  the  next  year.  The  remaining  revenues  of  the  canals 
in  each  fiscal  year  may  be  applied  by  law  to  the  improvement  or 
completion  of  the  canals,  but  shall  at  no  time  be  anticipated  or 
pledged  ;  if  not  so  applied  they  shall  be  and  remain  a  part  of  the 
Canal  Debt  Sinking  Fund.  The  tax  authorized  to  provide  for  the 
Sinking  Fund  to  pay  the  floating  canal  debt  shall  be  suspended 
after  the  first  day  of  October,  one  thousand  eight  hundred  and  sixty- 
eight. 

Id.,  Sec.  9.  The  State  may,  to  meet  casual  deficits  or  failures  in 
revenues,  or  for  unexpected  expenses  not  provided  for,  temporarily 
contract  debts  ;  but  such  debts,  direct  and  contingent,  singly  or  in 
the  aggregate,  shall  not  at  any  time  exceed  one  million  dollars,  and 
the  moneys  arising  from  the  loans  creating  such  debts  shall  be 
applied  to  the  purposes  for  which  they  were  obtained,  or  to  repay 
the  debt  so  contracted,  and  to  no  other  purpose  whatever  ;  and 
such  temporary  debts  shall  in  all  cases  be  provided  for  at  the 
earliest  practicable  period,  and  shall  be  paid  within  two  years  after 
they  are  contracted. 

Id.,  Sec.  10.  The  State  may  also  contract  debts  to  repel  invasion 
of  the  State  or  of  the  United  States,  to  suppress  insurrection  in 
the  State  or  the  United  States,  or  to  defend  the  State  or  the 
United  States  in  war  ;  but  the  money  so  raised  shall  be  applied  to 
such  purpose  or  to  repay  such  debts,  and  to  no  other  purpose. 

Id.,  Sec.  11.  Except  the  debts  specified  in  the  ninth  and  tenth 
sections  of  this  article,  no  debt  shall  be  contracted  by  or  on  behalf 
of  the  State,  unless  it  shall  be  authorized  by  law  for  some  single 
work  or  object  to  be  specified  therein,  and  such  law  shall  provide 
for  a  direct  annual  tax  sufficient  to  pay  the  interest  on  such  debt  as 
it  shall  become  due  ;  and  also  to  pay  the  principal  of  such  debt 
within  eighteen  years  from   the  time  of    the   contracting  thereof. 
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No  such  law  shall  take  effect  until  it  shall  have  been  submitted  to 
the  people  at  a  general  election,  and  shall  have  received  a  majority 
of  all  the  votes  cast  for  and  against  it  at  such  election.  On  the 
final  passage  of  such  bill  in  each  house  of  the  Legislature  the 
question  shall  be,  "  Shall  this  bill  pass,  and  ought  the  same  to 
receive  the  sanction  of  the  people  ?"  which  shall  be  taken  by  yeas 
and  nays  to  be  entered  on  the  journal.  The  Legislature  may  at 
any  time  repeal  such  law  if  no  debt  shall  have  been  contracted  in 
pursuance  thereof,  and  may  at  any  time  forbid  the  contracting  of 
any  further  debts  under  such  law  ;  but  if  any  debt  shall  have  been 
contracted  the  tax  in  proportion  thereto  shall  be  irrepealable,  and 
be  annually  collected  until  the  proceeds  thereof  shall  be  sufficient 
to  pay  such  debt.  The  money  arising  from  any  loan,  or  stock 
creating  such  debt,  shall  be  applied  to  the  work  or  object  specified 
in  the  act  authorizing  such  debt,  or  for  the  repayment  of  such 
debt,  and  for  no  other  purpose.  No  such  law  shall  be  voted  upon 
within  three  months  after  its  passage,  nor  at  any  general  election 
when  any  other  law  or  any  amendment  to  the  Constitution  shall  be 
submitted  to  the  people. 

EXHIBIT  THREE. 

Provisions  of  the  Constitution  of  1894. 

Art.  VII.,  Sec.  2.  State  debts,  power  to  contract.  The  State 
may,  to  meet  casual  deficits  or  failures  in  revenues,  or  for  expenses 
not  provided  for,  contract  debts  ;  but  such  debts,  direct  or  con- 
tingent, singly  or  in  the  aggregate,  shall  not  at  any  time  exceed 
one  million  of  dollars  ;  and  the  moneys  arising  from  the  loans 
creating  such  debts  shall  be  applied  to  the  purpose  for  which  they 
were  obtained,  or  to  repay  the  debt  so  contracted,  and  to  no  other 
purpose  whatever. 

Id.,  Sec.  3.  State  debts  to  repel  invasions.  In  addition  to  the 
above  limited  power  to  contract  debts,  the  State  may  contract 
debts  to  repel  invasion,  suppress  insurrection,  or  defend  the  State 
in  war  ;  but  the  money  arising  from  the  contracting  of  such  debts 
shall  be  applied  to  the  purpose  for  which  it  was  raised,  or  to  repay 
such  debts,  and  to  no  other  purpose  whatever. 

Id.,  Sec.  4.  Limitation  of  legislative  power  to  create  debts. 
Except  the  debts  specified  in  sections  two  and  three  of  this  article, 
no  debts  shall  be  hereafter  contracted  by  or  on  behalf  of  this 
State,  unless  such  debt  shall  be  authorized  by  law,  for  some  single 
work  or  object,  to  be  distinctly  specified  therein  ;  and  such  law 
shall  impose  and  provide  for  the  collection  of  a  direct  annual  tax 
to  pay,  and  sufficient  to  pay,  the  interest  on  such  debt  as  it  falls 
due,  and  also  to  pay  and  discharge  the  principal  of  such  debt 
within  eighteen  years  from  the  time  of  the  contracting  thereof. 
No  such  law  shall  take  effect  until  it  shall  at  a  general  election 
have  been  submitted  to  the  people,  and  have  received  a  majority 
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of  all  the  votes  cast  for  and  against  it  at  such  election.  On  the 
final  passage  of  such  bill  in  either  house  of  the  legislature  the 
question  shall  be  taken  by  ayes  and  noes,  to  be  duly  entered  on  the 
journals  thereof,  and  shall  be  :  "  Shall  this  bill  pass,  and  ought  the 
same  to  receive  the 'sanction  of  the  people?" 

The  legislature  may  at  any  time,  after  the  approval  of  such  law  by 
the  people  if  no  debt  shall  have  been  contracted  in  pursuance  thereof 
repeal  the  same  ;  and  may  at  any  time,  by  law,  forbid  the  contrac- 
ting of  any  further  debt  or  liability  under  such  law  ;  but  the  tax 
imposed  by  such  act,  in  proportion  to  the  debt  and  liability  which 
may  have  been  contracted,  in  pursuance  of  such  law,  shall  remain 
in  force  and  be  irrepealable,  and  be  annually  collected,  until  the 
proceeds  thereof  shall  have  made  the  provision  hereinbefore  speci- 
fied to  pay  and  discharge  the  interest  and  principal  of  such  debt 
and  liability.  The  money  arising  from  any  loan  or  stock  creating 
such  debt  or  liability  shall  be  applied  to  the  work  or  object  speci- 
fied in  the  act  authorizing  such  debt  or  liability,  or  for  the  repay- 
ment of  such  debt  or  liability,  and  for  no  other  purpose  whatever. 
No  such  law  shall  be  submitted  to  be  voted  on,  within  three  months 
alter  its  passage,  or  at  any  general  election  when  any  other  law,  or 
any  bill,  or  any  amendment  to  the  constitution,  shall  be  submitted 
to  be  voted  for  or  against. 

Id.,  Sec.  10.  Canal  improvement,  and  cost  thereof.  The  canals 
may  be  improved  in  such  manner  as  the  legislature  shall  provide 
by  law.  A  debt  may  be  authorized  for  that  purpose  in  the  mode 
prescribed  by  section  four  of  this  article,  or  the  cost  of  such  im- 
provement may  be  defrayed  by  the  appropriation  of  funds  from  the 
state  treasury,  or  by  equitable  annual  tax. 

EXHIBIT  FOUR. 

The  Proposed  Amendments. 

The  proposed  section  eleven  which  has' been  passed  twice  by  the 
legislature. 

Sec.  11.  The  legislature  may  appropriate  out  of  any  funds  in  the 
treasury,  moneys  to  pay  the  accruing  interest  and  principal  of  any 
debt  heretofore  or  hereafter  created,  or  any  part  thereof,  and  may 
set  apart  in  each  fiscal  year,  moneys  in  the  state  treasury  as  a  sink- 
ing fund  to  pay  the  interest  as  it  falls  due  and  to  pay  and  discharge 
the  principal  of  any  debt  heretofore  or  hereafter  created  under  sec- 
tion four  of  article  seven  of  the  constitution  until  the  same  shall  be 
wholly  paid,  and  the  principal  and  income  of  such  sinking  fund 
shall  be  applied  to  the  purpose  fm*  which  said  sinking  fund  is  cre- 
ated and  to  no  other  purpose  whatever  ;  and,  in  the  event  such 
moneys  so  set  apart  in  any  fiscal  year  be  sufficient  to  provide  such 
sinking  fund,  a  direct  annual  tax  for  such  year  need  not  be  imposed 
and  collected,  as  required  by  the  provisions  of  said  section  four  of 
article  seven,  or  of  any  law  enacted  in  pursuance  thereof. 
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Proposed  section  twelve  which  has  been  passed  twice  by  the 
legislature. 

Sec.  12.  Improvement  of  highways. — A  debt  or  debts  of  the 
state  may  be  authorized  by  law  for  the  improvement  of 
highways.  Such  highways  shall  be  determined  under  general 
laws,  which  shall  also  provide  for  the  equitable  apportion- 
ment thereof  among  the  counties.  The  aggregate  of  the  debts 
authorized  by  this  section  shall  not  at  any  one  time  exceed  the  sum 
of  fifty  millions  of  dollars.  The  payment  of  the  annual  interest  on 
such  debt  and  the  creation  of  a  sinking  fund  of  at  least  two  per 
centum  per  annum  to  discharge  the  principal  at  maturity  shall  be 
provided  by  general  laws  whose  force  and  effect  shall  not  be  di- 
minished during  the  existence  of  any  debt  created  thereunder. 
The  legislature  may  by  general  laws  require  the  county  or  town  or 
both  to  pay  to  the  sinking  fund  the  proportionate  part  of  the  cost 
of  any  such  highway  within  the  boundaries  of  such  county  or  town 
and  the  proportionate  part  of  the  interest  thereon,  but  no  county 
shall  at  any  time  for  any  highway  be  required  to  pay  more  than 
thirty-five-hundredths  of  the  cost  of  such  highway,  and  no  town 
more  than  fifteen-hundredths.  None  of  the  provisions  of  the 
fourth  section  of  this  article  shall  apply  to  debts  for  the  improve- 
ment of  highways  hereby  authorized. 

Section  4  as  it  will  read  if  the  proposed  amendment  is  adopted, 
which  amendment  has  been  passed    once  by  the  legislature. 

Sec.  4.  Except  the  debts  specified  in  sections  two  and  three  of 
this  article,  no  debts  shall  be  hereafter  contracted  by  or  in  behalf 
of  this  state,  unless  such  debt  shall  be  authorized  by  a  law  for  some 
single  work  or  object,  to  be  distinctly  specified  therein  ;  and  such 
law  shall  impose  and  provide  for  the  collection  of  a  direct  annual 
tax  to  pay,  and  sufficient  to  pay,  the  interest  on  such  debt  as  it 
falls  due,  and  also  to  pay  and  discharge  the  principal  of  such  debt 
within  (eighteen),/^?/ years  from  the  time  of  the  contracting  thereof. 
No  such  law  shall  take  effect  until  it  shall,  at  a  general  election, 
have  been  submitted  to  the  people,  and  have  received  a  majority  of 
all  the  votes  cast  for  and  against  it  at  such  election.  On  the  final 
passage  of  such  bill  in  either  house  of  the  legislature,  the  question 
shall  be  taken  by  ayes  and  noes,  to  be  duly  entered  on  the  journals 
thereof,  and  shall  be  ;  "Shall  this  bill  pass,  and  ought  the  same  to 
receive  the  sanction  of  the  people  ?  "  The  legislature  may  at  any 
time,  after  the  approval  of  such  law  by  the  people,  if  no  debt  shall 
have  been  contracted  in  pursuance  thereof,  repeal  the  same  ;  and 
may  at  any  time,  by  law,  forbid  the  contracting  of  any  further 
debt  or  liability  under  such  law  ;  but  the  tax  imposed  by  such  act, 
in  proportion  to  the  debt  and  liability  which  may  have  been  con- 
tracted, in  pursuance  of  such  law,  shall  remain  in  force  and  be 
irrepealable,  and  be  annually  collected,  until  the  proceeds  thereof 
shall  have  made  the  provision  hereinbefore  specified  to  pay  and 
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discharge  the  interest  and  principal  of  such  debt  and  liability.  The 
money  arising  from  any  loan  or  stock  creating  such  debt  or  liability 
shall  be  applied  to  the  work  or  object  specified  in  the  act  authoriz- 
ing such  debt  or  liability  or  for  the  payment  of  such  debt  or  lia- 
bility, and  for  no  other  purpose  whatever.  No  such  law  shall  be 
submitted  to  be  voted  on,  within  three  months  after  its  passage  or 
at  any  general  election  when  any  other  law,  or  any  bill,  (or  any  amend- 
ment to  the  constitution,)  shall  be  submitted  to  be  voted  for  or 
against.  The  legislature  may  provide  for  the  issue  of  bonds  of  the 
state  to  run  for  a  period  not  exceeding  fifty  years  in  lieu  of  bonds 
heretofore  authorized  but  not  issued,  and  shall  impose  and  provide 
for  the  collection  of  a  direct  annual  tax  for  the  payment  of  the 
same  as  hereinbefore  required.  When  any  sinking  fund  created 
under  this  section  shall  equal  in  amount  the  debt  for  which  it  was 
created,  no  further  direct  tax  shall  be  levied  on  account  of  said  sink- 
ing fund,  and  the  legislature  shall  reduce  the  tax  to  an  amount 
equal  to  the  accruing  interest  on  such  debt. 

EXHIBIT  FIVE. 

Debates  in  the  Convention  of  1846. 

This  constitutional  convention  was  called  largely  for  the  purpose 
of  providing  means  to  pay  the  existing  debt,  and  to  limit  the  power 
of  the  legislature  to  contract  debts  in  the  future.  Mr.  Michael 
Hoffman  was  appointed  chairman  of  the  finance  committee.  Mr. 
Samuel  J.  Tilden  was  a  member  of  the  committee. 

In  reporting  the  provisions  of  the  constitution  as  above  set  forth 
Mr.  Hoffman  said  briefly  that  as  to  limiting  the  casual  debts  to 
one  million  dollars,  some  thought  that  in  so  populous  and  rich  a 
State  it  might  be  necessary  at  some  future  time  to  enlarge  the 
amount  to  some  small  extent.  As  to  the  creation  of  debts  for  par- 
ticular purposes  by  special  law,  the  committee  was  unanimous. 
Some  might  think  that  the  same  end  might  be  attained  by  other 
means  than  by  submissions  to  the  people  ;  some  thought  that  the 
provision  requiring  payment  in  eighteen  years  was  not  sufficiently 
stringent,  but  the  committee  was  unanimous  that  the  industry  and 
labor  of  the  State  should  be  defended  as  strongly  as  proposed 
against  debt ;  and  against  extravagant  expenditure  and  too  burden- 
some taxation,  the  inevitable  consequences  of  debt. 

When  the  provisions  were  taken  up  in  the  convention  the  debate 
was  opened  by  Mr.  Hoffman.  He  pointed  out  that  the  debt  of  the 
State  exceeded  twenty-five  million  dollars.  Of  this  the  canal  debt 
was  upwards  of  seventeen  million  dollars,  the  treasury  debt 
upwards  of  five  million  dollars,  and  what  he  called  the  contingent 
debt  a  little  less  than  two  million  dollars.  The  contingent  debt 
was  the  bonds  of  solvent  railroads  guaranteed  by  the  State.  He 
pointed  out  that  in  paying  the  debts  some  extensions  would  be 
inevitable,  the  State  could  not  meet  every  bond  or  stock  in  full 
when  it  became  due.  These  extensions  would,  of  course,  be  at 
interest.     There  would   be  created   in   this   way  what   he   called 
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"  extra  interest."     The  longer  the  extension  the  greater  the  burden 
on  the  people.     He  figured  out  that  the  State  would  be  fortunate 
if  the  whole  debt  should  be  gotten  out  of  the  way  for  forty  million 
dollars  including  principal,  interest  and  extra  interest.     He  pointed 
out  that  the  plan  proposed  by  the  committee,  which  was  a  little 
more  stringent  than  that  finally  adopted  and  expressed  in  Article 
VII.  of  the  constitution  of  1846,  would  retire  the  debt  in  eighteen 
and  one-half  years  with  several  million  dollars  less  extra  interest 
than  any  other  plan  that  had  been  proposed.     He  said,  therefore, 
the  committee's  plans   should  be  adopted  ;  that  the  debt  must  be 
gotten  out  of  the  way  as  quiokly  as  possible  and  with  as  little  pay- 
ment of  interest  by  the  people  as  possible,  for  "it  must  be  regarded 
as  a  British  debt,  to  be  paid  by  British  taxatiou  direct  or  indirect, 
with  the  misery  inseparable  from  that  taxation.    It  is  a  solid,  broad 
foundation  on  which  to  build  perpetual,  endless  debt  and  taxation — 
to  wither,  blight   and   blast   every   branch   of  human   industry." 
(What  Mr.  Hoffman  meant  by  a  "  British  debt "  is  a  permanent 
funded  debt,  which  he  seemed  to  think  characteristic  of  the  finances 
of  the  British  Empire.)     He  urged  that  while  the  debt  may  have 
been  created  through  ignorance,  the    convention  knew  the  effect  ; 
that  if  the  State   spends  all  the   money  which  it  raises  instead  of 
using  a  part  to  pay  its  debts  it  will  commit  not  a  mistake  but  a 
crime.     It  would  be  a  mistake  to  make  the  sinking  fund  too  small, 
for  that  would  disgrace  the  State.     It  would  be  partial  repudiation, 
because  it  would  injure  the  creditors  by  depressing  their  holdings. 
If  the  canal  tolls  should  not  be  sufficient  to  pay  the  debt  rapidly  it 
should  be  paid  by  direct  taxation.     "  Some  effort  has  been  made  to 
tax  railroads  on  their  transportation,  as  if  the  company  paid  this 
class  of  taxes  and   not  the  persons  who   consume  the  articles  trans- 
ported.    The  legislature  has  made  some  progress  in  this  Spanish 
Bourbon  legislation  of  pensioning   the  government  on  trade  and 
travel.     That  would  be  to  make  internal  improvements  with  a  view 
to  cheapen  transportation   and   then   to   tax  the  transportation  to 
make  it  dear.     Supporting  a   government   by   tax   on    trade   and 
travel  appears  to  me  worse  than   the   old   repudiated  practice  of 
asking  a  bonus  for  a  Bank  Charter.     If  we  attempt  to  extend  and 
fix  this  system  of  taxes  on  transportation — if  we  pursue  the  course 
of  taxing  transportation  on  roads  not  made  at  the  expense  of  the 
State,  we  shall  make  the  government  a  real  highwayman — odious 
and  an  oppressor."     "  Trade  and  transportation  will  eventually  go 
to  States  where  they  are  not  taxed."     "  I  cannot  consent  that  the 
current   expenses   of    the   State,   and    all   its   great   expenditures, 
should  be  charged  on  a  right  of  way,  which  the  sovereign  should 
hold,  not  as   property  for  revenue,  but  in  trust  for  the  million." 
When,  he  urged,  a  railway  is  built  by  private  capital,  nothing  could 
be  more  oppressive  than  to  tax  travel  and  transportation  thereon 
for  the  benefit  of  the  State.     It  leads  towards  the  worst  vice  of  the 
worst   governments — "  taxation   on   all    we   consume — which    will 
allow  nothing  to  move  to  or  from  the  market  without  tribute  to 
the  State." 

He   condemned   the   salt   and   auction   taxes,   "  They   are  both 
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strictly  local  taxes,  and  it  is  as  unjust  to  defray  a  general  expense 
by  such  a  local  tax  as  it  is  impolitic  and  dangerous  to  make  ex- 
penditures for  local  improvements  out  of  a  general  revenue.  To 
be  safe  local  expenditures  must  be  met  by  local  taxes.  To  be  just, 
general  expenses  should  be  paid  from  general  revenues." 

He  condemned  the  auction  tax  because  it  was  almost  exclusively 
collected  in  the  city  of  New- York  and  therefore  unjust ;  and  a  tax 
upon  a  trade  process  and  therefore  unwise. 

Mr.  Hoffman  pointed  out  further  that  it  would  take  about  three 
million  two  hundred  thousand  dollars  a  year  to  meet  the  expenses 
of  the  State  and  pay  its  debts  :  "  You  may  to  some  extent  delay 
the  payment  of  your  debt  by  a  guilty  breach  of  the  public  faith — 
or  by  the  British  system  of  funding  the  debt,  paying  interest  and 
making  the  debt  and  drain  for  interest,  perpetual — a  system,  if  less 
base  yet  more  cruel  than  repudiation.  Repudiation  would  be  a 
bold  stand  in  infamy,  but  this  funding  system  would  fasten  on  later 
generations  the  withering,  blasting  effects  of  British  eternal  debt 
and  taxation.  Payment,  prompt  payment — payment  with  the  least 
interest  is  your  only  course,  and  what  we  do  not  pay  with  canal 
tolls  we  must  pay  by  direct  taxes.  You  cannot  well  live  on  the 
future  as. the  past  has  foraged  on  you." 

He  stated  that  competition  may  at  any  time  require  lower  tolls 
so  that  it  may  not  be  possible  in  the  remote  future  to  obtain  more 
of  a  revenue  from  the  canal  than  at  present  ;  therefore,  the  debt 
should  be  reduced  now  and  not  be  allowed  indefinitely  to  hang 
around  the  energies  of  the  people  of  the  State  :  "  If  we  who  have 
contracted  the  debt,  who  have  looked  somewhat  to  its  reduction — 
have  not  the  moral  courage  and  foresight  to  end  it  by  payment, 
and  instead  of  paying,  will  take  the  money  to  spend,  who  believes 
that  the  conduct  of  our  successors,  when  the  debt  comes  to  them 
with  the  weight  of  years,  will  be  in  any  wise  more  reputable  and 
honest  ?  *  *  *  You  must  take  these  tolls  when  you  can  get 
them,  and  you  must  pay  with  them  as  well  as  you  can.  When 
they  will  not  answer,  you  must  meet  the  deficit  by  taxes,  direct 
and  indirect,  and  expunge  the  debt.  I  wish  to  know  whether  any 
other  course  is  open  to  a  free  people  ?  What  is  the  worst  vice  of 
the  worst  government  ?  It  is  the  fact  that  it  does  not  pay — will 
not  pay  its  current  debts.  This  vice  generally  goes  on  and  ends  as 
it  would  here — in  cruel  and  oppressive  taxation  for  a  period — the 
wronging  of  the  creditor,  and  despoiling  of  the  citizen.  Such  is 
the  way  in  which  debt  works  in  every  country." 

Taking  up  in  detail  the  sections  reported,  he  showed  that  if  one 
million  five  hundred  thousand  dollars  should  be  applied  annually  to 
the  reduction  of  the  canal  debt,  it  would  pay  it  in  eighteen  and  one- 
half  years  ;  and  that  five  hundred  thousand  dollars  a  year  would 
pay  the  general  fund  debt  in  nineteen  and  one-half  years,  and  that 
the  extra  interest  in  both  cases  would  be  very  small,  several  million 
dollars  less  than  under  any  of  the  schemes  for  slower  payments  pro- 
posed by  other  members.  He  showed  that  the  canal  tolls  were 
large  enough  to  secure  payment  as  rapidly  as  proposed  by  the  com- 
mittee, and  stated  that  the  desire  to  delay  the  payment  was  due 
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to  the  same  spirit  as  that  which  created  the  debt,  which  had  ruined 
credit,  brought  on  financial  panic,  and  taken  from  power  the  party 
which  had  been  responsible  for  the  course  pursued.  He  asked,  "  Does 
any  party  wish  to  repeat  this  experience.  Is  there  no  other  road 
to  defeat,  ruin  and  political  disgrace  ?  "  He  declared  that  the  gov- 
ernment has  no  right  to  fasten  eternal  debt  and  taxation  on  the 
people.  He  stated  that  for  a  long  time  direct  taxes  would  be 
necessary  on  account  of  the  big  debt  and  exclaimed  :  "  Such,  sir, 
is  the  result  of  our  debtor  system  for  internal  improvements.  It 
promised  exemption  from  taxes  and  with  it  the  endowment  of 
schools  and  charities.  It  has  already  made  us  feel  those  taxes,  and 
will  leave  us  long  at  their  mercy." 

Mr.  Ornon  Archer  replied  that  although  he  differed  from  Mr. 
Hoffman  in  many  respects  he  agreed  on  certain  points.  He  agreed 
that  repudiation  was  not  to  be  thought  of  ;  that  the  faith  of  the 
State  must  be  preserved.  He  said  that  all  Mr.  Hoffman's  political 
opponents  as  well  as  his  political  supporters  believe  it  unwise  to  in- 
crease the  present  State  debt,  and  that  it  should  be  paid  "  at  the 
earliest  period  compatible  with  the  ability  and  interests  of  the 
State."  He  did  believe  in  internal  improvements,  and  argued  that 
all  the  prosperity  of  the  State  was  due  to  the  canal  and  other  in- 
ternal improvements.  "  Public  credit  properly  used  is  legitimate  ; 
because  great  public  works  can  only  be  built;  on  public  credit.  Un- 
doubtedly in  incurring  credit  we  have  gone  much  too  far.  The 
proper  way  is  to  pay  the  debt  as  rapidly  as  possible  without  throw- 
ing away  our  great  public  improvements."  Public  improvements 
benefit  posterity.  Therefore,  posterity,  should  do  their  fihare  by 
paying  their  portion  of  the  debt  incurred.  He  proposed  smaller 
payments  applying  more  of  the  canal  tolls  to  canal  improvements. 

There  followed  a  great  deal  of  debate  in  which  the  issue  seemed 
to  be  whether  it  would  be  better  to  pay  the  debt  promptly  and  not 
improve  the  canals  or  pay  it  slowly  an'd  keep  up  canal  improve- 
ments. Speaking  against  public  debt,  Mr.  William  G.  Angel 
called  it  a  "  rotten  funding  system "  requiring  taxation  which 
always  rests,  finally,  on  labor.  Others  on  the  other  hand,  argued 
that  the  debt  was  not  large,  and,  considering  the  wealth  of  the 
State,  could  be  entirely  paid  by  canal  tolls.  Mr.  Hoffman,  sum- 
ming up  the  view  of  the  other  party  said,  that  he  did  not  want  to 
see  his  children's  "limbs  fettered"  or  their  "bodies  withered"  by 
"an  accursed  debtor  system,"  and  that  "  it  was  the  accursed  power 
of  taxation  that  made  pauperism,  produced  crime,  misery  and  dis- 
tress in  all  countries." 

Mr.  John  H.  Hunt  said,  in  part,  that  he  was  opposed  to  State 
debts.  "  It  may  be  a  very  good  system  for  aristocrats,  but  is  the 
worst  of  all  possible  systems  for  democrats.  I  am  in  favor  of  tak- 
ing the  State  of  New- York  out  of  pledge  as  soon  as  possible,  and 
of  fixing  a  constitutional  guarantee  against  its  ever  being  mort- 
gaged at  the  pawnbroker's  again.  "  I  shall  not  be  frightened  from 
my  course  of  duty  by  the  cry  of  direct  taxation.  That  is  the  only 
fair  mode  of  taxing — the  only  mode  under  which  capital  can  be 
made  to  bear  its  just  share  of  the  public  burdens — the  best  possible 
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check  upon  the  profligacy  of  the  legislature  and  the  rapacity  of  the 
lobby.  So  long  as  government  shall  be  permitted  to  steal  its  hands 
into  the  pockets  of  busy  trade  and  unconscious  labor,  either  by  in- 
direct taxation  or  by  borrowing,  it  will  be  apt  to  waste  its  revenues 
with  the  same  recklessness  that  the  pickpocket  squanders  his 
plunder.  *  *  *  *  Our  posterity  must 

not  be  mortgaged  under  any  pretext  whatever.  *  * 

It  is  a  very  great  crime  to  kill  our  offspring  ;  it  is  a  very  mean 
crime  to  pawn  them."  Mr.  Hoffman  closed  this  portion  of  the 
debate  by  saying  that  the  legislature  must  be  properly  restricted 
in  the  power  to  create  debts.  Every  administration,  federal,  state 
and  municipal,  should  collect  and  pay  as  it  goes.  Any  other  rule 
would  leave  growing  burdens  on  the  future,  which  means  severe 
taxation  or  repudiation. 

In  view  of  the  unanimity  of  opinion  of  members  of  the  conven- 
tion of  both  political  parties  on  the  subject,  it  is  not  surprising 
that  sections  ten  and  eleven  (present  sections  two  and  three)  were 
adopted  by  the  convention  without  debate.  These  sections  permit 
the  creation  of  a  casual  debt  which  must  not  exceed  $1,000,0C0,  and 
permit  the  creation  of  debt  to  repel  invasion  or  suppress  insurrection. 

The  rest  of  the  debate  was  upon  the  twelfth  section  (the  present 
fourth  section)  forbidding  the  incurring  of  any  other  debt  by  the 
State  except  by  particular  law  for  one  specific  object,  which  law 
must  be  submitted  to  the  people,  and  must  contain  a  provision  for 
a  direct  tax  to  pay  it  within  eighteen  years. 

Mr.  Hoffman  spoke  in  favor  of  the  section.  He  said  the  great- 
est infirmity  of  governments  is  their  disposition  to  contract  debts. 
Bad  laws  can  be  repealed,  but  debts  improvidently  incurred  cannot 
be  put  out  of  the  way — they  must  be  paid  by  taxes.  The  debt 
incurring  power  is  therefore  different  from  every  other  legislative 
function,  in  that  it  is  binding  on  future  legislatures.  It  should 
therefore  be  provided  for  differently.  If  representative  govern- 
ment is  not  to  prove  a  failure  some  method  must  be  found  to  limit 
this  power  of  contracting  debts.  Taxation  is  a  great  evil.  One 
who  votes  for  debts  votes  for  taxes  though  he  may  put  them  off. 
By  voting  large  debts,  large  taxes  are  voted,  perhaps  unwittingly. 
Then  when  large  direct  taxation  is  necessary  the  legislature  will 
try  to  avoid  it  by  resorting  to  indirect  taxation.  "  And  gentlemen 
who  favor  free  transportation  and  travel  will  do  well  to  guard  here 
as  stringently  as  they  can  against  those  debts  which  more  than  any- 
thing else  will  tend  to  prevent  that  consummation."  The  section, 
he  said,  is  sound.  It  requires  that  at  the  time  a  debt  is  voted, 
direct  taxation  to  pay  it  be  voted  also.  Thus  the  legislature  and 
their  constituents  will  know  that  in  voting  for  the  debt  they  vote 
also  for  the  tax.  "  But  if  you  let  them  off  on  the  latter  part  of  the 
proposition,  in  the  future  as  in  the  past,  it  will  be  alleged  that  the 
work  will  be  abundantly  productive  of  revenue,  and  the  legislature 
induced  to  believe  it,  and  incur  the  debt."  Under  the  section  un- 
necessary debt  will  not  be  incurred,  because  taxation  to  pay  the 
debt  goes  with  it. 

Mr.  Lorenzo  B.  Shepard,  of  New- York,  said   that  he  was  op- 
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posed  to  all  public  debt.  The  government  should  confine  itself  to 
the  making  and  administration  of  laws,  and  should  not  engage  in 
public  works  such  as  the  canal. 

Mr.  Ansel  Bascom  disapproved  of  the  referendum  clause  "be- 
lieving the  check  of  direct  taxation  would  be  sufficient  to  guard 
the  interests  of  the  people."  When  it  is  absolutely  necessary  to 
raise  money,  let  it  be  done  by  direct  taxation."  Mr.  Arphaxed 
Loomis  thought  that  neither  the  legislature  nor  the  people  should 
tie  up  those  who  came  after  them  either  by  debt  or  legislation. 
Mr.  George  W.  Patterson  thought  that  an  emergency  might 
arise  when  a  debt  might  become  necessary,  and  he  thought  ample 
safety  was  secured  by  the  provision  for  direct  taxation.  Mr. 
Alvah  Worden  was  opposed  to  the  section  because  it  would  hold 
the  legislature  up  to  the  world  as  dishonest,  and  because  the  refer- 
endum clause  would  take  the  sense  of  responsibility  from  the  legis- 
lature. Mr.  Hoffman  thought  that  if  the  State  is  to  be  mortgaged 
by  State  debts  the  people  should  have  a  voice  in  it.  If  the  section 
is  made  too  lax  the  legislature  would  run  up  a  large  debt  again. 
On  the  other  hand,  if  all  power  to  contract  debts  should  be  taken 
away  the  section  would  eventually  be  repealed,  and  we  would  go 
back  to  large  debts  again.  He  thought  the  section  should  not  be 
amended.  Mr.  Henry  Nicoll  said  there  was  a  great  popular 
demand  for  the  restriction  of  the  debt  making  power  of  the  legis- 
lature which  was  satisfied  by  the  section.  Mr.  Elijah  Rhoades 
opposed  the  provision  for  a  direct  tax  upon  the  ground  that  the 
canal  revenues  might  become  so  large  that  the  State  would  be 
justified  in  borrowing  against  them.  Mr.  William  Taylor  com- 
mented that  if  they  were  so  large  as  that  there  would  be  no  reason 
to  borrow.  Mr.  Levi  S.  Chatfield  moved  an  amendment  that  as 
long  as  the  State  revenues  are  sufficient  to  meet  the  sinking  funds 
and  pay  debts  there  should  be  no  direct  tax.  Mr.  Horatio  J. 
Stow  said  that  the  effect  of  the  amendment  would  be  to  throw  all 
the  burden  of  government  expenses  upon  the  canals.  This  was  not 
right.  The  government  should  be  supported  by  taxation.  He 
thought  that  taxation  was  a  good  thing  ;  it  kept  the  people  awake 
to  avoid  extravagance.  Mr.  Chatfield  could  not  soiree  with  Mr. 
Hoffman  that  everybody  else  should  be  taxed  and  the  people  who 
transported  goods  should  escape.  He  wanted  a  section  against  direct 
taxation.  Mr.  John  L.  Russell  thought  that  direct  taxation  tended 
to  make  the  people  more  watchful  of  the  government.  Mr.  James 
Tallmage  believed  that  to  throw  on  the  legislature  the  responsi- 
bility for  direct  taxes  would  check  extravagant  expenditures  by  the 
legislature. 

Mr.  Chatfield's  amendment  against  direct  taxation  and  all  other 
amendments  were  then  voted  down  and  the  section  adopted  as 
originally  proposed,  which  is  its  present  form. 
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EXHIBIT  SIX. 

Debates  in  the  Convention  of  1867. 

Five  years  after  the  adoption  of  the  constitution  of  1846,  namely, 
in  1851,  it  was  found  that  the  canals  needed  improvement.  It 
seeming  impossible  to  secure  the  passage  of  laws  under  section 
twelve  (the  present  section  four)  an  amendment  to  the  constitution 
was  passed,  authorizing  loans  to  a  certain  amount  for  canal  pur- 
poses, without  resort  to  section  twelve.  Under  the  amendment 
about  twelve  millions  of  canal  debts  were  incurred  without  any  pro- 
vision for  taxation  to  meet  them.  When  the  convention  of  1867 
met,  there  were  about  three  million  dollars  of  the  debt  of  1846  re- 
maining, upwards  of  twelve  million  dollars  of  the  new  canal  debt, 
besides  other  large  public  debts  due  to  the  war. 

The  finance  committee  of  the  convention  of  1867  reported  the 
sections  of  the  constitution  of  1846  with  verbal  changes,  but  with  no 
change  in  substance,  together  with  provisions  for  the  payment  of 
the  existing  debts,  similar  to  the  like  provisions  of  the  constitution 
of  1846.  It  stated  that  the  canals  had  cost  the  State  eighteen  mil- 
lions of  dollars  more  than  they  had  repaid  to  the  treasury,  and  pro- 
posed that  those  eighteen  millions  be  repaid  into  the  general  fund 
with  interest.  The  operation  of  the  twelfth  section  on  the  canals 
was  objected  to  by  others  for  two  reasons  ;  first,  because  the  canals 
paid  their  own  way  and  that  no  tax  was  necessary,  and,  second,  on 
the  ground  that  all  canal  improvements  shall  be  provided  for  at 
once,  and  the  improvement  of  any  or  all  of  the  canals  should  be 
made  one  object  within  the  meaning  of  the  section.  Neither  of 
these  views  prevailed  and  the  article  finally  adopted  by  the  con- 
vention did  not  differ  in  any  substantial  particular  from  the  pro- 
visions of  the  constitution  of  1846.  The  whole  report  of  the  con- 
vention was  rejected  by  the  people  by  a  vote  of  290,456  and  233,935. 

The  debates  in  the  convention  of  1867  on  this  subject  were  pro- 
longed. They  were  characterized  by  bitter  attacks  on  the  twelfth 
section. 

The  report  of  the  committee  on  finance  was  made  by  Mr.  Sand- 
ford  E.  Church,  the  chairman.  It  supported  every  one  of  the 
provisions  of  the  constitution  of  1846  in  regard  to  finance.  It  also 
proposed  a  somewhat  similar  scheme  to  that  adopted  in  1846  for  the 
payment  of  the  existing  debts.  The  plan  was  to  apply  all  the 
canal  revenues  to  the  sinking  fund,  and  if  they  should  fall  below 
two  million  four  hundred  and  eighteen  thousand  dollars  in  any 
year,  to  bring  them  up  to  that  sum  by  taxation.  The  report  of 
another  committee  proposed  to  take  from  the  surplus  tolls  each 
year  enough  to  pay  the  interest,  to  redeem  the  bonds  falling  due 
that  year,  and  to  apply  any  surplus  to  the  improvement  of  the 
canals.  In  other  words,  that  no  sinking  fund  should  be  established. 
It  was  proposed  further  to  strike  out  the  clause  requiring  the  canals 
to  repay  to  the  State  the  eighteen  million  dollars  advanced.  It  was 
proposed  also  to  take  the  canals  out  of  the  operation  of  section 
twelve.     Debate  was  then  had  on  all  these  amendments. 
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Mr.  Church,  in  speaking  for  the  report,  said  that  the  committee 
desires  to  pay  all  the  State  debts  and  to  prevent  the  State  from 
incurring  new  debts,  except  a  casual  debt  under  one  million  dollars, 
a  debt  in  case  of  invasion  or  insurrection,  and  debts  under  section 
twelve.  The  committee's  plan  was  to  apply  the  whole  canal 
revenue  to  the  canal  interest  and  sinking  fund,  and  if  they  fell  be- 
low two  million  four  hundred  and  eighteen  thousand  dollars  in  each 
year,  to  bring  them  up  to  that  sum  by  taxation.  This  would  pay 
the  debt  in  full  by  1878.  He  disapproved  of  any  further  expendi- 
ture for  the  present  because  of  the  financial  condition  of  the  state 
and  country..  He  thought  rigid  economy  and  the  payment  of  the 
large  debts,  which  in  a  great  part  were  due  to  the  recent  war,  was 
necessary  in  order  to  prepare  for  future  troubles.  He  showed  by 
figures  that  the  canals  had  cost  the  State  eighteen  million  dollars 
more  than  they  had  paid  the  State  in  tolls,  and  urged,  according  to 
the  committee's  report,  that  the  eighteen  million  dollars  with  in- 
terest be  repaid  to  the  general  fund  out  of  the  canal  tolls  after  the 
debt  had  been  paid.  Mr.  Israel  T.  Hatch  thought  it  unwise  to 
require  the  canals  to  repay  this  eighteen  million  dollars.  It  seemed 
to  him  that  this  was  a  tax  on  trade  which  he  considered  unwise. 
He  recalled  that  in  the  convention  of  ]  846  Mr.  Hoffman  enunci- 
ated a  principle  in  political  economy  announced  a  century  ago,  that 
"  a  tax  upon  the  highways  and  trade  was  bad  policy  for  a  govern- 
ment and  unjust  to  the  people." 

It  having  been  suggested  that  canal  tolls  be  kept  up  by  a  tax  on 
railway  tonnage  so  as  to  pay  the  debt  more  quickly,  Mr.  Freeman 
Clark  said  that  he  thought  it  unwise  to  turn  transportation  away 
to  other  channels  by  said  tax  in  an  effort  to  increase  canal  tonnage. 
Mr.  Elbridge  G.  Lapham  favored  improving  the  canals  and  called 
attention  to  the  fact  that  when  the  Erie  canal  was  started,  July  4, 
1817,  there  was  a  great  cry  about  heavy  burdens  of  taxation  on 
posterity  ;  whereas,  as  a  matter  of  fact,  posterity  had  not  been 
taxed  at  all,  as  the  canals  had  paid  their  own  debts.  Mr.  Church 
said  that  people  who  piled  debts  on  the  canals  were  their  real 
enemies,  as  they  increased  the  tolls.  He  thought  by  paying  the 
debts  the  tolls  could  be  decreased  and  thus  commerce  made 
cheaper.  Mr.  Thomas  G.  Alvord  said  that  when  canal  improve- 
ment became  necessary,  the  method  of  incurring  a  debt  under  sec- 
tion twelve  would  be  too  slow.  He  thought  improvements  should 
be  made  right  along,  using  the  surplus  revenue,  only  taking  from 
such  revenue  enough  to  pay  that  proportion  of  the  debt  which  fell 
due  each  year. 

Mr.  Samuel  F.  Miller  favored  canal  enlargement,  but  thought  the 
debts  should  be  paid  first.  He  disapproved  of  the  auction  tax  as  a 
method  of  paying  the  debts,  because  it  was  a  tax  on  commerce  and 
he  thought  it  was  better  to  use  the  canal  revenues  entirely  to  pay 
the  debts.  Mr.  Elijah  P.  Brooks  disapproved  of  Requiring  the 
canal  to  repay  the  eighteen  million  dollars  raised  by  taxation  and 
spent  upon  them  by  the  State  because  he  did  "  not  think  it  right 
to  tax  the  commerce  of  the  state."  Mr.  B.  Platt  Carpenter 
thought  that  all  the  State  expenses  should  be  paid  by  the  canals. 
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He  said,  as  the  canal  tolls  and  canal  freight  were  less  than  railway 
rates  the  tolls  were  not  a  tax  on  commerce.  He  said  the  people 
were  willing  to  pay  the  large  public  debt,  chiefly  the  bounty  debt, 
by  taxation,  but  they  would  not  pay  it  by  taxation  if  they  could 
find  any  other  way.  He  therefore  favored  paying  it  by  canal  tolls. 
Mr.  David  L.  Seymour  thought  it  would  be  good  business  to  en- 
large the  canals  because  it  could  be  done  without  increasing  the 
debt.  He  said  the  people  would,  never  vote  for  an  increased  debt 
for  fear  that  they  would  be  taxed  to  pay  it,  but  they  would  vote 
for  such  enlargement  as  could  be  made  by  using  the  canal  tolls,  as 
proposed  by  the  canal  committee  since  it  provided  for  no  further 
debt.  He  thought  proper  enlargement  of  the  canals  would  pay  the 
debt  rapidly,  as  it  would  increase  the  earning  power  of  the  canals. 
Mr.  George  F.  Comstock  thought  the  State  should  not  use  the 
canal  revenue  for  anything  except  the  canal,  and  therefore  favored 
striking  out  the  provision  for  the  repayment  of  eighteen  million 
dollars.  Mr.  Samuel  J.  Tilden  favored  repealing  all  restraints  on 
commerce  whether  discriminating  taxes  on  the  carriage  of  property 
by  railway  or  otherwise,  because  the  State  built  the  canals  to  fulfill 
its  duty  to  create  cheap  transit  for  the  million  and  it  should  not  pre- 
vent the  railroads  from  doing  the  same  thing  and  helping  to  open  to 
free  competition  a  mode  of  transit  to  the  producers  of  the  west  and 
manufacturers  of  the  east.  Every  new  mode  of  inter-communica- 
tion increases  the  productiveness  of  human  energy.  He  disbelieved 
in  a  tax  on  right  of  way  or  transportation  by  railway.  He  said  that 
the  present  tax  was  five  per  cent,  of  the  gross  and  twenty  per  cent, 
of  the  net  earnings  of  railways.  That  meant,  that  of  every  dollar 
a  man  paid  for  transportation  twenty  or  twenty-five  cents  goes  to 
the  government  as  tax,  and  if  you  take  out  what  goes  to  bond- 
holders, you  will  find  that  the  railway  pays  more  to  the  govern- 
ment than  it  keeps  for  its  stockholders,  'i  You  would  truly  describe 
their  leading  characteristics,  if  you  would  say  that,  in  respect  to 
their  net  results,  they  are  chiefly  agents  of  the  government  to  levy 
taxes  upon  the  people."  Mr.  Church  disapproved  of  public  debt 
except  to  repel  invasion.  He  thought  it  was  a  curse — rested  heavi- 
est on  the  poor.  It  was  by  means  of  public  debt,  largely,  that  the  old 
world  despotisms  kept  the  people  under.  The  rich  can  pay  their 
taxes,  the  burden  falls  on  the  poor.  Mr.  Tracy  Beadle  did  not 
think  debt  an  unmitigated  evil.  The  State  of  New- York  is  rich 
to-day  because  the  canals  made  it  rich.  They  could  not  have  been 
built  without  debt. 

The  committee  of  the  whole  struck  out  the  provision  requiring 
the  canals  to  reimburse  the  State  for  the  eighteen  million  dollars 
advanced  to  them.  Mr.  Isaac  A.  Verplank  then  proposed  an 
amendment  to  take  the  canal  debts  out  of  the  provisions  of  section 
twelve,  (which  requires  a  tax  so  levied  as  to  pay  any  debt  incurred 
within  eighteen  years,)  but  to  still  provide  for  the  submission  to  the 
people  of  the  question  of  whether  a  debt  should  be  incurred.  He 
thought  as  the  canal  tolls  would  pay  the  debt  it  was  absurd  to 
require  that  they  be  paid  by  taxation.  Mr.  George  Rathbun 
opposed  the  amendment  because  the  effect  of  section  twelve  had 
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been  to  keep  the  State  out  of  debt,  and  it  was  therefore  salutary. 
Mr.  Tilden  also  opposed  the  amendment.  He  said  the  provision 
of  section  twelve  which  required  the  law  to  be  submitted  to  the 
people  at  a  time  when  no  other  law  was  submitted  to  the  people 
was  a  great  safeguard  against  log  rolling  and  had  operated  suc- 
cessfully ;  that  it  was  one  of  the  two  great  safeguards  against 
extravagance  which  the  constitution  of  1846  had  established.  The 
other  was  that  the  people  must  vote  for  a  tax  at  the  same  time 
they  vote  for  a  debt.  The  combined  results  had  been  most  salu- 
tary. Mr.  Alvord  wanted  to  take  the  canals  out  of  the  provision 
of  section  twelve  to  avoid  the  necessity  of  a  tax,  because  the 
canals  would  pay  their  own  debts  with  tolls  so  that  the  people 
should  not  be  required  to  tax  themselves  for  them.  Mr.  Tilden 
said  that  the  canals  could  be  improved  under  the  two  safeguards 
pointed  out  in  his  speech  just  above.  He  objected  to  doing  away 
with  these  safeguards,  designed  to  insure  a  prudent  and  careful 
consideration  of  such  questions  by  the  people.  Mr.  Charles  J. 
Folger  thought  that  it  would  be  a  great  evil  to  provide  for  a  debt 
without  at  the  same  time  providing  means  of  payment.  He  said 
that  Thomas  Jefferson  had  rightly  said  that  no  generation  had  a 
right  to  impose  upon  a  future  generation  a  debt  which  it  had  not 
contracted.  He  thought  that  when  a  debt  is  incurred  taxation 
must  also  be  incurred  to  run  along  with  it  and  pay  it.  It  is  easy 
to  run  in  debt  if  you  don't  suggest  the  taxation.  It  is  easy  to 
persuade  the  people  to  vote  for  a  loan.  But  if  they  have  to  vote 
at  the  same  time  for  a  tax  to  pay  the  loan  it  is  a  much  more  diffi- 
cult thing  to  get  them  to  vote  the  loan.  Mr.  Rathbun  thought 
that  it  should  always  be  called  to  the  attention  of  the  people  that 
when  they  borrow  they  will  have  to  pay  ;  that  when  we  talk  about 
borrowing  we  talk  about  taxation.  He  thought  that  if  the  propo- 
sition to  do  away  with  the  tax  clause  could  be  submitted  to  the 
people  "  they  would  spurn  the  whole  thing  as  a  mere  bait  to  lure 
to  debt,  taxation,  disaster  and  ultimate  disgrace."  Mr.  George 
Van  Campen  thought  if  canal  improvements  were  necessary  the 
people  would  vote  for  them  if  they  could  at  the  same  time  see  that 
the  tax  to  pay  the  debt  was  provided  for.  Mr.  Henry  C.  Murphy 
opposed  a  change  because  he  feared  log  rolling.  He  thought  the 
people  could  be  trusted  even  without  the  requirement  to  vote  for 
a  tax,  but  he  thought  the  tax  should  be  provided  as  good  finance. 
Mr.  Verplank  said  that  the  people  would  never  vote  a  debt  until 
they  knew  from  experience  that  the  canal  revenue  would  pay  it  so 
that  they  would  not  have  to  be  taxed.  He  therefore  favored  the 
amendment  proposed  by  Mr.  McDonald  that  the  law  must  provide 
for  such  taxation  as  would  be  necessary,  together  with  canal  tolls 
to  pay  the  debt  in  eighteen  years.  Mr.  Lapham  favored  this  pro- 
position. He  said  the  proposition  was  merely  to  use  the  canal 
revenues  in  advance  when  necessary.  Mr.  Verplank  was  afraid 
that  when  canal  improvements  became  necessary  the  people  would 
not  vote  them  if  they  had  also  to  vote  to  tax  themselves.  But  the 
tax  is  unnecessary  because  the  canals  would  pay  their  own  debt. 
He  therefore  favored  the  amendment.     Mr.  George  Opdyke  ob- 
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jected  to  trying  to  blind  the  people  to  the  fact  that  the  expense 
must  be  paid  by  taxation.  Mr.  Church  thought  that  it  was  mon- 
strous to  empower  the  legislature  to  create  a  debt  without  creating 
means  of  payment.  He  thought  the  convention  should  put  checks 
on  the  debt  making  power  and  resulting  bankruptcy  and  taxation. 

The  amendment  was  then  voted  on  and  lost. 

Mr.  Lapham  moved  that  the  proposed  section  fourteen,  being 
section  twelve  of  the  constitution  of  1846  and  section  four  of  the 
present  constitution,  provide  that  the  canals  altogether  be  but  one 
object.  Mr.  Church  thought  this  was  bad  as  permitting  log  roll- 
ing. Mr.  John  Ma  gee  spoke  against  the  committee's  report  in 
discussing  this  amendment.  He  said  that  bank  and  corporation 
taxes  were  now  paid  to  the  local  tax  officers,  and  the  result  was 
local  extravagance.  "  We  vote  large  sums  for  all  sorts  of  improve- 
ments, proper  and  improper,  because  the  banks  pay  the  tax.  The 
moneys  are  improvidently  and  in  many  cases  dishonestly  used. 
We,  the  people,  pay  but  little  taxes  ;  consequently  the  mass  of  non- 
taxpayers  have  become  corrupt  and  demoralized."  He  suggested 
that  indirect  taxes  be  for  the  use  of  the  State  exclusively  and  that 
the  taxpayers  be  relieved  of  all  State  taxes.  This  suggestion  does 
not  seem  to  have  received  serious  consideration,  and  the  amendment 
to  which  it  was  not  germane  was  defeated  and  the  report  of  the 
committee  adopted. 

EXHIBIT  SEVEN. 

Debates  in  the  Convention  op  1894. 

The  sections  which  we  have  been  considering  were  not  attacked 
so  strongly  in  the  Convention  of  1894.  It,  like  the  others,  con- 
tained a  certain  proportion  of  friends  of  the  canals.  They  favored 
the  adoption  of  a  section  which  would  require,  subject  to  a  specific 
limit,  a  debt  to  improve  the  canals.  They  also  suggested  taking 
the  canals  out  of  the  provisions  of  section  twelve. 

Mr.  J.  Rider  Cady,  the  chairman  of  the  committee  on  finances, 
reported  the  sections  of  the  constitution  of  1846  word  for  word. 
He  opposed  any  action  by  the  convention  in  behalf  of  the  canals 
upon  the  ground  that  the  legislature  only  could  determine  what 
should  be  done.  It  could  appoint  a  commission  or  a  committee 
and  act  on  the  report.  Then,  if  the  people  should  approve,  a  debt 
could  be  incurred  under  section  twelve.  He  did  not  think  un- 
limited debt  making  power  should  be  given  to  the  legislature,  and 
hence  he  favored  limiting  such  power  by  the  provisions  of  section 
twelve  (now  section  four).  This  section,  he  thought,  was  all  that 
was  required.  If  the  debt  ought  to  be  incurred  the  people  would 
vote  it.  He  paid  a  tribute  to  the  section  ;  pointed  out  that  it  had 
been  attacked  in  the  courts,  in  the  legislature  and  in  the  convention 
of  1867,  and  always  "by  those  who  were  in  favor  of  unlimited 
extravagance  and  unrestrained  expenditure  ;  "  but  notwithstanding 
the  great  animosity  manifested  toward  it  among  the  friends  of  the 
canals  the  section  had  stood  ever  since   1846,  and  the  State  was 
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substantially  out  of  debt.  Mr.  Daniel  H.  McMillan  thought  that 
the  eighteen  years  in  which  the  debt  must  be  paid  should  be  ex- 
tended to  thirty  years,  so  that  the  burden  would  not  be  so  great  upon 
the  people.  Mr.  William  J.  Roche  said  he  was  surprised  that  the 
committee  had  done  nothing  for  the  canals,  because  he  considered 
that  they  were  the  cause  of  the  State's  greatness.  He  thought  that 
now  that  the  State  had  not  only  direct  taxation  but  the  corpora- 
tion and  other  indirect  taxes  it  could  easily  afford  to  spend  a  few 
million  dollars  to  improve  the  canals  and  keep  the  State  in  her 
position  as  the  chief  State  of  the  Union.  He  attacked  section 
twelve  because  after  the  people  had  voted  the  debt  the  legislature 
could  repeal  it,  thus  reversing  the  will  of  the  people.  He  also  thought 
that  the  burden  of  paying  a  debt  in  eighteen  years  was  too  heavy, 
the  period  should  be  changed  to  thirty  years.  Mr.  William  H. 
Nichols  approved  of  the  canals,  but  was  opposed  to  the  abolition 
of  the  wholesome  provisions  of  section  twelve  as  regards  the  canal 
debt  or  any  other  debt.  He  did  not  think  the  legislature  should 
have  unrestricted  power  to  enter  upon  a  scheme  of  canal  improve- 
ment. For  forty-five  years  this  wholesome  provision  had  remained 
inviolate.  It  had  withstood  the  tests  of  change,  time  and  progress. 
Public  enterprises  had  been  carried  through  under  it,  credit  had 
been  maintained  and  the  State  had  grown  in  wealth  and  power. 
Mr.  John  Bigelow  was  disappointed  that  the  suggestions  of  the 
minority  of  the  committee  to  empower  the  legislature  to  enlarge  the 
canals  contained  no  limitation  on  their  power  to  spend  money. 
Mr.  William  H.  Baker  favored  giving  the  legislature  full  power 
as  far  as  the  canal  debt  was  concerned.  He  thought  that  they 
could  be  trusted  and  that  they  knew  that  if  they  were  extravagant 
they  would  be  called  to  account  by  their  constituents.  Mr. 
Andrew  H.  Green  congratulated  the  State  on  being  out  of  debt, 
and  said  it  should  bj  kept  out  of  debt ;  that  the  canals  should  be 
improved  by  taxation  and  not  by  borrowing.  He  quoted  with  ap- 
proval Charles  O'Conor  to  the  effect  that  the  power  of  the 
State  to  borrow  should  be  done  away  with.  It  is  unrepublican,  is 
the  life-blood  of  aristocrats  because  it  fetters  labor  as  the  bond 
slave  of  capital.  It  furnishes  means  to  carry  on  war,  fosters  specu- 
lation and  extravagance,  aud  it  throws  the  burdens  of  to-day  upon 
posterity.  In  a  republican  government  the  power  will  be  abused 
and  will  eventually  result  in  a  heavy  burden  of  taxation.  Mr. 
Tracy  C.  Becker  thought  the  legislature  should  have  power  to 
vote  a  debt  to  improve  the  canals  without  voting  for  a  tax  to  pay 
it  in  eighteen  years.  The  people  won't  vote  a  debt  because  they 
won't  vote  a  tax  to  pay  it  in  eighteen  years,  since  posterity  should 
bear  their  portion  of  the  debt  as  they  inherit  its  benefit.  Mr.  Ben- 
jamin S.  Dean  thought  that  the  legislature  should  have 
unlimited  power  as  regards  canal  debts.  He  said  this  re- 
striction was  necessary  at  the  time  it  was  adopted  in 
1846  because  the  State  was  in  financial  difficulty  ;  now, 
however,  there  was  no  danger  of  large  debt  being  incur- 
red for  the  canals,  the  danger  was  in  going  too  slow.  Mr. 
William  D.  Veeder  thought  that  the  time  of  payment  should  be 
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extended  from  eighteen  to  thirty  years  because  lower  rates  of 
interest  could  be  obtained.  Mr.  Charles  H.  Moore  thought  that 
indirect  taxes  were  so  large  that  the  canals  could  be  improved  as 
much  as  necessary  without  incurring  debts,  and  if  a  debt  should  be 
necessary  the  provisions  of  the  constitution  of  1846  gave  ample 
means  to  that  purpose.  Mr.  Cady,  the  chairman,  said  that  the 
committee  desired  to  allow  the  legislature  to  use  any  surplus  from 
indirect  taxes  to  improve  the  canals  without  incurring  a  debt.  The 
debate  then  ended,  and  the  provisions  of  the  constitution  of  1846 
were  adopted  substantially  verbatim,  except  that  a  new  section  was 
passed  authorizing  the  legislature  to  use  the  surplus  revenues  from 
any  source  to  improve  the  canals.  This  is  section  ten  of  article 
seven  of  the  present  constitution. 

Annual  Appropriations  from  1881. 


1881, 
1882. 
1883. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891. 
1892. 
1893, 
1894. 
1895. 
1896. 
1897. 
1898. 
1899. 
1900. 
1901, 
1902 
1903. 
1904 


General. 


$4,811,998  67 

5,718,708  07 

5,840,716  94 

5,664,711  47 

7,231,721  17 

6,952,844  19 

8,424,353  11 

8,460,572  48 

7,658,130  83 

6,938,758  06 

7,647,900  72 

8,538,447  68 

10,484,566  34 

8,908.511  54 

8,972,035  97 

9,447,012  05 

11,487,769  16 

12,706,063  82 

11,607,321  36 

12,002,937  57 

11,814,481  62 

11,784,300  95 

11,956,916  99 

14,201,408  25 


Canal. 


$2,064,215  92 
1,904,421  25 
2,983,417  18 
l,769,!-05  84 
1,627,810  00 
2,027,710  00 

2.290.249  37 
2,246,455  00 
2,444,608  66 
2,266,223  80 
1,502,459  12 
1.067,750  00 

1.623.250  00 
1,426,882  66 
5,507,734  30 
2,301,526  42 
6,884,436  79 
1,945,076  14 
1,804,352  77 
2,228,436  72 
1,760,921  83 
1,712,848  32 
1,686,039  00 
1,507,981  50 


School. 


$3,002,000  00 
3,002,000  00 
3,002,000  00 
3,045,000  00 
3,020,000  00 
3,580,500  00 
3,586,500  00 
3,574,500  00 
3,624,084  81 
3,871,700  00 
3,921,700  00 
3,934,700  00 
3,972,500  00 
3,993,184  00 
4,022,675  00 
4,071,484  00 
4,090,500  00 
4,115,200  00 
4,090,200  00 
4,158,166  66 
4,225,500  00 
4,436,150  00 
4,525,891  78 
4,662,447  48 


Insane. 


$1,346,019  64 
1,385,000  00 
4,200,000  00 
4,200,000  00 
4,500,000  00 
5,070,914  27 
5,045.100  00 
5,544,891  89 
4,506,705  30 
4,162,286  66 
5,419,100  CO 
6,095,840  77 


Total. 


$9,878,214  59 
10,625,129  32 
11,826,134  12 
10,479,517  31 
11,879,581  17 
12,561,054  19 
14,301,102  48 
14,281,527  48 
13,726,824  30 
13,076,881  86 
13,072,059  84 
13,540,897  68 
17,426,335  98 
15,713.578  20 
22,709,445  27 
20,020,022  47 
26,962.705  95 
23,837.254  23 
22 .546,974  13 
23,934,432  84 
22,3(17,608  75 
22,095,585  93 
23,587,947  77 
26,467,678  00 


The  Debt  of  the  State  from  1819  to  1904,  inclusive. 


Canal  Fund. 

General  Fund. 

Contingent. 

Bounty  Debt. 

Total  Debt. 

1819 

$800,000  00 
1,493,500  00 
2,893,500  00 
4,243,500  00 
5,899,500  CO 
7,567,770  99 
7,737,770  99 
7,844,770  99 
7,750,155  99 
7,940,155  99 
7,706,013  00 
7,825,035  86 
8,055,645  86 
8,055,645  86 
6,673,006  29 
7,034,999  68 
6,328,056  19 
6,366,806  73 

$1,730,000  00 
1,490,000  00 
1,28'),000  00 
1,180,000  00 
1,050,000  00 
276,722  81 

561,500 '66 
644,649  83 
739,526  01 
868.979  02 
868,979  02 

$500,000 '66 
500,000  00 
810,000  00 
810,000  00 
810,000  00 
810,000  00 
810,000  00 
810,000  00 
810,000  00 
810,000  00 

$2,530,000  00 

1820 

*:: 

2,983,500  00 

1821 

4,173,500  00 

1822 

5,423,500  00 

1823 

6,949,5(>0  00 

1824 

7,844,493  80 

1825 

7,737,770  99 

1826 

7,844,770  99 

1827 

8,250,155  99 

1828 

1829 

8,440,155  99 
8,516,013  00 

1830 

8,635,035  86 

1831 

8,865,645  86 

1832 

9,427,145  86 

1833 

8,127,656  12 

1834 

8,584,525  69 

1835 

8,007,035  21 

1836 

8,045,785  75 
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State  Debt—  {Concluded.) 


Canal  Fund. 

General  Fund. 

Contingent. 

Bounty  Debt. 

Total  Debt. 

1837 

1838 

$6,166,082  02 
9,308,120  41 
10,785,8520  08 
14,126,647  76 
16,306,374  48 
19,574,392  45 
20,302,324  18 
20,713,905  58 
'   19,690,020  77 
17,028,240  13 
16,743,749  57 
16,713,649  91 
16,414,523  67 
16,215,144  52 
16,641,534  61 
17,001,267  16 
17,001,269  16 
18,772.244  16 
20,2*1,838  16 
22,542,066  82 
25,189,781  82 
24,460,014  48 
24,307,844  48 
27,107,321  48 
26,131,770  25 
24,011,770  25 
23,278.470  25 
22,441,770  25 
19,597,395  49 
18,248.460  00 
15,733,060  00 
14,429,960  00 
12,564,780  00 
11,966,580  00 
11,966,580  00 
11,396.680  00 
11,352,880  00 
10,230,430  00 
10,086,660  00 
10,081,660  00 
9,900,360  00 
9,020,360  00 
8,988,360  00 
8,988,360  00 
8,988,360  00 

8,348,160  00 

8,339,160  00 
8,339,160  00 
8,304,510  00 
6,644,310  00 
6,142,660  00 
6,052.160  00 
4,341,610  00 
2,404,960  00 

660  00 
660  00 

660  00 
1,770,660  00 
5,770,660  00 

8,500,660  00 
8,500.660  00 
8,500,660  00 
8,500,660  00 
8,500,660  00 
8,500,660  00 
8,500,660  00 

$978,032  43 
1,148,032  43 
1,392,217  92 
1,412,961  92 
1,418,878  92 
5,559,8  5  79 
5,423,415  83 
5,634,507  68 
5,885,549  24 
5,992,840  82 
6,139,840  82 
5,989,693  32 
6,389,693  32 
6,389,693  32 
6,389,693  32 
6,398,693  32 
6.355,654  37 
6,355,654  37 
6,692,654  37 
6,792,654  37 
6,505,654  37 
6,505,654  37 
6,505,654  37 
6,505,654  37 
6,505,654  37 
6,505,654  37 
6,505,654  37 
6,278,954  37 
7,059,954  37 
5,642,622  22 
5,642,622  22 
4,707,826  00 
4,694,526  40 
4,040.026  40 
4,040,0.6  40 
3,988,526  40 
3,988,526  40 
3,987,526  40 
3,119,526  40 
3,092,238  58 
936,694  87 
122,694  87 
122,694  87 
122,694  87 
•122,694  87 
122,694  87 
122,694  87 

122,694  87 
122,694  87 
122,694-87 
122,694  87 
122,694  87 
122,694  87 
122,694  87 
122,694  87 

$810,000  00 

1,497,700  00 

1,847,700  00 

2,845,700  00 

4,235,700  00 

1,720,000  00 

1,720,000  00 

1,720,000  00 

1,713,000  00 

1,713,000  00 

1,563,000  00 

1,233,905  60 

1,233,905  60 

933,036  16 

933,036  16 

933,036  16 

931,644  83 

920,000  00 

770.000  00 

770,000  00 

770,000  00 

770,000  on 

570,000  00 

570,040  00 

339,000  00 

338,000  00 

338,000  00 

338.000  00 

224,000  00 

218,000  00 

130,000  00 

68,000  00 

68,000  00 

68,000  00 

68,000  00 

68,000  00 

68,000  00 

68,000  00 

68,000  00 

5,000  00 

PablicDef. 

900,006 '66 

900,000  00 
900,000  00 
800,000  00 
600,000  00 
400,000  00 

$23,980,000*66 

27,644,000  00 

26,862,000  00 

25,943,000  00 

25,938,000  00 

22,567  000  00 

22,047,000  00 

21,121,000  00 

21,121,000  00 

15,912,500  00 

15,054,500  00 

10,137,000  00 

130,000  00 

11,000  0) 

11,000  00 

3,000  00 

3,000  00 

3,000  00 

3,000  00 

Niagara 

Reservation. 

1,000,000*66 
900,000  00 
800,000  00 
700,000  00 
600,000  00 
500  000  00 
400,000  00 
300,000  00 

Adirondack 
Park. 

$550,000*66 
495,000  00 

840,000  00 
785,000  00 
730,000  00 
675,000  00 
620.000  00 
565,000  00 
510,000  00 

$7,954,114  45 
11,953,852  84 
14,025,788  00 
18.385,309  68 
21,960,953  40 
26,8:4,198  24 
27  535  739  51 

1839 

1840 

1841. 

1842 

1843 

1844 

28,068,413  26 
27,288,570  01 
24,735,080  95 
24,446,590  39 
23,937,248  83 
24,038,122  59 
23,537,874  00 
23,964,264  09 

1845 

1846 

1847 

1848 

1849 

1850 

1851 

1852 

24,323,996  64 
24,288,568  36 
26,047,896  53 
27,743,987  53 
36,104.721  19 
32,465,436  19 

to  go  oc  co  go 
-1  05  en  *.  CO 

1858 

31,735,668  85 
31.383,498  85 

1859 

I860 

34,182,975  85 
32,976,414  62 
30,855,424  62 

1861 

1862 

1863. 

30,122,124  62 

1864 

29,058,724  62 
50,861,349  86 
51,753.082  22 

1865 

1866 

1867 

48,367,(82  22 
45,148,786  00 
43,265,306  40 
38,641,606  40 
38,121,606  40 
36,574.206  40 

1868 

1869 

1870 

1871 

1872 

1873  

1874 

36,530,406  40 
30,199,456  40 

1875. 

28,328,686  40 

1876 

23,315,898  58 

1877 

19,957,054  87 

1878 

9,154,054  87 
9,122,054  87 

1879 

1880 

8,114,054  87 

1881 

8,109,054  87 

1882 

1883 

8,109,054  87 
8,473,854  87 

1884 

8,461,854  87 

1885 

9,461,854  87 
9,327,204  87 

1886 

1887 

7,567.004  87 

1888 

6,965,354  87 

1889 

1890 

6,774,854  87 
4,964,304  87 

1891 

2,927,654  87 

1892 

763,160  00 
660  00 

1893 

1894 

660  00 

1895 

660  00 

1896 

2,820,660  00 
6,265,660  00 

9,340,660  00 
10,185,660  00 

1897 

1898 

1899 

1900 

10,130,660  00 
10,075,660  00 
9,920,660  00 

1901 

1902 

1901 

9,665,660  00 

1904 

9,410,660  00 

- 
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